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Dear Sir / Madam,
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ASIFMA AMG Comments on the CSRC Standards for the Content and Format
of Information Disclosure by Companies Offering Securities to the Public
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On behalf of members of the Asset Management Group (“AAMG”) of Asia Securities Industry &
Financial Markets Association (“ASIFMA”),® we would like to submit our response to the China
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ASIFMA is an independent, regional trade association with over 150 member firms comprising a diverse range of leading financial
institutions from both the buy and sell side, including banks, asset managers, professional and consulting firms, and market infrastructure
service providers. Together, we harness the shared interests of the financial industry to promote the development of liquid, deep and
broad capital markets in Asia. AAMG advocates stable, innovative and competitive Asian capital markets that are necessary to support the
region’s economic growth. We drive consensus, advocate solutions and effect change around key issues through the collective strength
and clarity of one industry voice. Our many initiatives include consultations with regulators and exchanges, development of uniform
industry standards, advocacy for enhanced markets through policy papers, and lowering the cost of doing business in the region. Through
the GFMA alliance with SIFMA in the United States and AFME in Europe, AAMG also provides insights on global best practice and standards
to benefit the region.
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Securities Regulatory Commission (“CSRC”) on the Standards for the Content and Format of
Information Disclosure by Companies Offering Securities to the Public #2 — Content and Format of
Annual Report (Draft for Comments) (“Annual Report Disclosure Standards”) and Standards for the
Content and Format of Information Disclosure by Companies Offering Securities to the Public #3 —
Content and Format of Semi-Annual Report (Draft for Comment) (collectively with the Annual Report
Disclosure Standards referred to as “Disclosure Standards”), in the form of some general comments
and some suggested amendments to specific provisions of the Disclosure Standards.
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Our members, which are predominantly global asset managers and owners, are very pleased to have
the opportunity to present our views during this consultation. We commend CSRC on proposing
enhanced disclosure standards for companies offering securities to the public, in particular the
expanded scope of mandatory and voluntary disclosure of Corporate Governance and Environmental
and Social Responsibility.
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Given the focus on climate and broader environmental, social and governance (“ESG”) issues around
the world, our members are increasingly required to understand and assess the ESG issues affecting
their investee companies. Fine-tuning the Disclosure Standards together with the strengthening of
investor relations management by listed companies (which CSRC consulted on recently) are both
helpful to our members in the work that they are doing in this area.
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ASIFMA recently released a paper Investor’'s ESG Expectations: An Asian Perspective, which

specifically focuses on why Asian investee companies should adopt best practices in the industry on
ESG matters, why this is important to investors, and what exactly investors would like (or not like) to
see investee companies disclose. We hope the CSRC will find the views in this paper useful in shaping
future regulations. A link to the paper can be found at https://www.asifma.org/publications/.
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Finally, we note that the Disclosure Standards are equally relevant to investment decisions for both
equity and bond investors. We would suggest that issuers of credit bonds also be subject to such
enhanced disclosure requirements.

KT (FREMREHEBEAEN) KEEEL
SPECIFIC COMMENTS ON ANNUAL REPORT DISCLOSURE STANDARDS
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We agree that company should disclose details of any equity investments of its subsidiaries (and not
just those subsidiaries contributing at least 50% to its net profit) accounting for more than 10% of its
investment profit so that investors are able to track a company’s capital allocation efficiency. The
same 10% threshold should also apply to loss-making investments (in the case of an investment loss).
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Such transparency is especially important in the fast-developing new economy where joint
investments by a listed company and its connected parties (such as the controlling shareholder
and/or affiliated senior executives) into new businesses are prevalent. Currently, how these
connected investments operate and how related executives are incentivised are rarely disclosed,
raising concerns over whether listed companies’ allocation of resources and capital is to benefit
individuals with vested interests in these connected transactions.
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SECTION 4: CORPORATE GOVERNANCE
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Where non-compete arrangements exist between the company and its controlling shareholder and
affiliates, our members have at times observed that where competition does exist, related
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disclosures may be generic statements without concrete plans and undertakings to resolve the
conflict. Quite often, the controlling shareholder may only enter into a purchase or disposal
agreement with the listed company, at a time that is disadvantageous to the company in terms of the
target asset's value or the company's share price level.
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Therefore, we suggest that the disclosure requirements clearly require the listed company to disclose
a concrete, time-bound plan to resolve existing competition issues and to hold the directors on the
board of its controlling shareholder and affiliates accountable in the event their undertakings are not
fulfilled in time, with any changes to such undertakings required to be approved by shareholders and
disclosed in the periodical reports.
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For the better protection of minority shareholders' interest, we suggest that where a company has
differential voting rights, the results of voting for key resolutions that occur during the reporting
period should be disclosed by class of shares, highlighting any differences in opinions, i.e., the
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number and percentage voting “for”, “against” and “abstain” by each class of shares.
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In view of the increasing importance of the platform economy, we suggest that companies should
disclose year-end and monthly average figures of their platform workers (e.g. takeaway drivers or key
opinion leaders (KOLs), etc.) during the reporting period, in at least three major categories: (1) where
the listed company or its subsidiaries draw a commission from these workers, (2) where the listed
company or its subsidiaries pay a fee to these workers, and (3) where there is no sponsorship or
financial relationship. The relevant company should also disclose the payment amount in the first
two categories.
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BAH A& TE
SECTION 5: ENVIRONMENTAL AND SOCIAL RESPONSIBILITY
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Mandatory versus voluntary disclosures
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The wording in this section currently suggests that many of the environmental and social
responsibility disclosure requirements are encouraged, while some are required. We respectfully
request that CSRC clearly distinguishes between mandatory and voluntary disclosures.
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In markets such as Hong Kong, listed companies are subject to mandatory or “comply or explain”
ESG disclosure requirements, and are also allowed to follow international ESG disclosure standards.
We note that the Hong Kong requirements are quite established while CSRC is only now introducing
ESG disclosure requirements. With many Mainland Chinese companies also listed in Hong Kong, we
would like to see the Disclosure Standards ultimately requiring comprehensive mandatory disclosure
and allow listed companies to adopt international ESG disclosure standards.
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We also suggest that the Disclosure Standards encourage companies to disclose its strategic roadmap
and science-based carbon reduction target based on internationally comparable standards to align

Ill

with the national “peak emission” and “carbon neutrality” goals, as well as encourage companies to

disclose their emissions data based on internationally comparable parameters.
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Such disclosure would help institutional investors (especially global asset managers) in managing
climate risks and opportunities against the backdrop of increasing reporting demand, while enabling
stakeholders to fairly assess companies across markets and listing venues.
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Supply chain
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In relation to environmental and social disclosure requirements, there may be some important
substantive concerns which extend to a company’s supply chain. We suggest that the Disclosure
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Standards require the listed company to disclose its supplier policy, including key environmental and
social expectations of the company’s suppliers. Community involvement in environmental and social
impact assessment of projects should also be emphasised.
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SECTION 6: IMPORTANT MATTERS
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We would suggest that all guarantees continue to be disclosed as currently required to better protect
the company’s interest in its use of funds, instead of applying the proposed that such disclosures only
apply to guarantees that exceed 10% of the net asset value (NAV) of the company, which may
encourage abuse of the company’s funds. To further improve transparency in this area, we suggest
that disclosure of the relationship between the guaranteed party and the guarantor, percentage
ownership (if applicable), any mutual or counter guarantee in place, the rationale, amount and
duration of such guarantees also be required.
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SECTION 7: CHANGES IN SHAREHOLDINGS AND SHAREHOLDERS
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Article 61
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The current Administrative Measures for the Equity Incentives of Listed Companies require listed

companies, on the issuance of performance-based restricted stocks and stock options, to disclose
performance appraisal indicators and other exercise conditions to justify that the discount on the
shares issued to directors and senior management is reasonable. On the other hand, the current
Guiding Opinions on the Pilot Implementation of Employee Stock Option Plans by Listed Companies do

not require employee share ownership plans to be subject to performance appraisals and other
exercise conditions.
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When treasury / repurchased shares are used for employee share ownership plans to incentivise a
broader range of employees (including directors and senior management), we suggest that the
Disclosure Standards require any reissuance of treasury shares at a discount to the average price for
the buyback be disclosed and that the performance and other exercise conditions at the crux of the
disclosure are justified.

X EATH R WA AT, HEKRIL BB L+ (BIE eshen@asifma.org B H 15+852 2531
6570)
Please feel free to contact me at eshen@asifma.org or telephone: +852 2531 6570 if you have any

questions regarding any of our comments.
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Yours sincerely,

Ry —_— —
SN,

7k EIH Eugenie Shen
M4 P Managing Director

P S T4 Head of Asset Management Group
WIS 54 4> Asia Securities Industry & Financial Markets Association
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